EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWA UKEE
MINUTES OF THE MAY 19, 2010 PENSION BOARD MEETING

1. Call to Order

Chairman Mickey Maier called the meeting to orde8:40 a.m. in the Green
Room of the Marcus Center, 127 East State Stretjadkee, Wisconsin 53202.

2. Roll Call
Members Present Members Excused
Linda Bedford (Vice Chair) Marilyn Mayr

Donald Cohen

Keith Garland

Mickey Maier (Chairman)
Jeffrey Mawicke

Dr. Sarah Peck

David Sikorski

Guy Stuller

Others Present

David Arena, Director of Employee Benefits, Depahiof Administrative Services
Mark Grady, Principal Assistant Corporation Counsel
Dale Yerkes, Assistant Fiscal Officer

Vivian Aikin, ERS Administrative Specialist

Bess Frank, Ad Hoc Oversight Committee

Steven Huff, Reinhart Boerner Van Deuren s.c.

Jon L. Feinberg, ABS Investment Management LLC
Laurence K. Russian, ABS Investment Management LLC
Brett Christenson, Marquette Associates

Larry Langer, Buck Consultants

Lawrence Lin, Buck Consultants

Ken Loeffel, Retiree

Yvonne Mahoney, Retiree

Ray Kress, Retiree

Christopher Westphal, Former Milwaukee County Ermp&
Richard Westphal, Relative of Christopher Westphal

Joe WestphaRelative of Christopher Westphal
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3.

Minutes — April 21, 2010 Pension Board Meeting

The Pension Board reviewed the minutes of the Adrjl2010 Pension Board
meeting.

The Pension Board unanimously approved the minutesf the April 21, 2010
Pension Board meeting. Motion by Mr. Cohen, secordl by Mr. Sikorski.

4.
(@)

(b)
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Reports of Benefits Director and Assistant Fisciid®r

Retirements Granted, April 2010

Mr. Arena presented the Retirements Granted RépoApril 2010. He
reported that a high number of 68 retirements vapproved in April with
a total monthly payment amount of $114,682. Heddahat 46 retirees
elected backDROPs, in amounts totaling $4,387,268indicated 31
members died in April, which resulted in closinigé$iand sending related
notifications. He reported that the Retirementi€afis preparing for
OBRA disbursements by reviewing files and records.

In response to a question from the Chairman, Menarindicated that he is
not certain if the high number of retirements wohtinue. He stated that
the County is considering potential additional l&yowhich could result in
additional retirements, but that ERS staff is viedined on the new system
to handle the increased volume of retirements.

ERS Monthly Activities Report, April 2010

Mr. Arena presented the Monthly Activities Repat April 2010. He
indicated that ERS had 7,365 retirees at the egpaf 2010. He stated
that ERS paid out just over $16 million in benefis April 2010.

Mr. Arena then discussed the upcoming retiree ielecivhich will be held
between August 27 and August 30. An outside telefhservice will be
available for retirees through the same companystiygports ERS's online
voting system for active employees. The term lierBoard member
elected by retirees will begin on November 1, 2010.

Mr. Arena described the official bid notice for tfeal estate investment
management RFP. The official bid notice was postethe County's
website and advertised in the Daily Reporter. Bagrio from Marquette
Associates is listed as the contact person.



()

5.
(@)
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Cash Flow Report

Mr. Yerkes presented ERS's cash flow report. Heth&RS will need

$5 million in May and $5 million in June for cadbw. He indicated the
Pension Board previously approved these amountrqiktte Associates
will direct where assets will be drawn to fund césiw.

In response to a question from the Chairman, Mrk&® noted the
County's contribution for the year ends in Julyhvihie last $1 million.
Therefore, he indicated ERS's cash flow needsingtease this summer.

In response to a question from Ms. Bedford, Mr.Réerstated that the
backDROP amounts for April were twice as much geeeted.

Mr. Yerkes reported that he will request approvaludy, August and
September cash flow draws in June.

Mr. Yerkes also noted that the annual audit is gewell and that the
annual report is expanding in some areas.

Investments

ABS Long-Short Equity Manager

Jon L. Feinberg and Laurence K. Russian of ABSdtment Management
LLC distributed a report. Mr. Russian indicatedamel Mr. Feinberg
would discuss background information on ABS, eqlotyg-short and the
global portfolio in which ERS currently invests.

Mr. Russian first discussed background informatomBS, an employee-
owned firm. He indicated the ABS team managesd ff funds. He
stated that there are 32 funds in ABS' global pbdfwith the largest at
5.26%. ABS typically has about 30 funds in thetjoiin. ABS' global
portfolio is 36% net long. Mr. Russian noted tA&S has a website which
is updated twice per day with estimates of the dgiohg funds. In
response to a question from Mr. Stuller regardireggrtames of the 32
funds, Mr. Russian noted the fund names are availgton request.

In response to a question from the Chairman reggnhether ABS
changed its strategy after 2008-2009, Mr. Rusdiaied ABS was partially
disappointed in its 2008 results. He indicated AtgSeves the results
were partly due to the short selling ban which wetd effect in September
2008.
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In response to a question from the Chairman reggralbsolute return
strategies versus relative return strategies, Mgesian stated ABS invests
with more managers of funds that use a relatiuermestrategy.

Mr. Russian noted ABS invests with some managefsrafs that use
absolute return strategies. He indicated ABS itsveth managers of
funds with different styles and strategies to @eatliversified portfolio.

Mr. Russian next described the parts of ABS' inmesit team, which has
been together since 1994. The first part is trediguive team, which

meets with the managers of the funds. In 2009, AB& 701 face-to-face
on site meetings with managers of the funds anducted 1,036
conference calls. The second part is the quangtgroup, which
accumulates information such as daily returnsipattions, sectors, and
market caps. The third part is operational duigelice, which conducts a
soft audit of funds before ABS invests in a fuBS also monitors
investments after investing in a fund. Mr. Rus®amphasized that ABS
does not invest in things it does not understamtt sis black box strategies.

Mr. Russian stated that ABS focuses on equity Isimgt strategies and
invests globally. ABS built its own proprietaryssgms, which help
organize and streamline its investment process. Rdssian noted that the
percentage of ABS' global to domestic investmesntssually about 50-50.

Mr. Russian commented briefly regarding the histarABS. ABS has
been operating independently since January 20@S Aow has 21
employees. All employees work in a very large opmm together, which
fosters a lot of information sharing and a teamwagkroach.

In response to a question from Ms. Bedford, Mr.gRus noted that ABS
started with about $135 million under manageme20@3 and now has
just under $3 billion under management. Ms. Batifdso asked about the
makeup of ABS' client base. Mr. Russian noted & pretty broad mix
with institutional clients, health plans, publi@pk, some Taft-Hartley
plans and some corporations.

In response to a question from Dr. Peck regardiegricentive structure,
Mr. Russian stated that with a hedge fund theeelhlase management fee
and an incentive fee. The incentive fee focusesesformance and
provides the manager with a portion of the profitfwus hedge funds focus
on adding value through performance versus raisist.

In response to a question from Dr. Peck regardingors of a big market
dip in June 2010, Mr. Russian indicated that theeelot of fear and ABS
is positioned on the low end of its normal riskcpem. Mr. Russian



stated that when there is increased risk in th&ketplace, ABS managers
decrease the risk taken in the market.

Mr. Russian then discussed equity long-short. étechsome of the
advantages of equity long-short strategies versuttional long-only
strategies. The first advantage of equity longrssibategies is the ability
to add value or alpha on both long and short possti The second
advantage is flexible beta, or flexible market esype, which is the ability
to increase or decrease market risk dependingenarttironment. Other
advantages of equity long-short are that it isilqand transparent.

Mr. Russian noted that another positive featurequfity long-short is the
ability to protect capital in bear markets. Heigaded by losing less in the
tough periods, equity long-short compounds at higaees of return, or
equal rates of return but with a lot less volatiliMr. Russian described the
effects of compounding with a long-short index. rdeed that if it loses
50% of its capital, it takes over a 100% returmizke up the loss.

Mr. Russian indicated ABS believes equity long-sistiould be viewed as
a type of equity risk and not an absolute returatsgy within an equity
portfolio. He noted there was a decrease in tmeleu of players in the
industry in 2008 and early 2009 resulting in aéss money. He
recommended a three to five year time horizon tuate an equity long-
short strategy.

Mr. Russian then reported on the global portfatievhich ERS currently
invests. He indicated that the objective of AB&jy$hip fund is to deliver
equity-like returns over a three-to-five-year pdnmith less risk and less
volatility. In response to a question from the @man, Mr. Russian
indicated that ABS compares its portfolio to the AR C World Index
benchmark.

(b) Marquette Associates Report

Brett Christenson of Marquette Associates, Indritisted both first
guarter and monthly reports. He first reportedtanfirst quarter of 2010.
He stated that as of March 31, 2010 the markeevallERS's portfolio
was just over $1.8 billion. He reported the qudyteeturn was 3.1%.

Mr. Christenson discussed the ERS fund's retugaah of its main asset
classes versus their benchmarks for the quartee. fiked income
composite was up 2% versus 1.8% for the benchmBink. domestic equity
composite was up 6.9% versus the benchmark of 6.D86.international
equity composite was up 1.5% versus the benchnfddloéo.
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Regarding ERS's first quarter and annualized retamkings for its
individual managers, Mr. Christenson recommendeduating managers
over a market cycle of three to five years and engumanagers
outperform the benchmarks.

He then discussed the fund's year-to-date rankimgs. ERS fund versus
total public funds ranked in the 73rd percentildie ERS fund versus
funds over $1 billion ranked in the 64th percentilde also noted the fund's
rankings for the past year. The ERS fund versiad public funds ranked

in the 68th percentile. The ERS fund versus funds $1 billion ranked in
the 62nd percentile. Mr. Christenson stated th$'E current asset
allocation is the reason for these rankings.

Mr. Christenson next described the asset allocatidhe ERS fund versus
its peer group. ERS has about 22% of its assetertly invested in U.S.
equities versus the median public fund which h&% 42 its assets invested
in U.S. equities, a 20% difference. However, beedtRS invests 5%
more in international equities than its peers,BR&S fund really just has
15% less allocated to equities than its peers. ER® fund's current
allocation to fixed income is 39% versus 32% fa fieer group.

Mr. Christenson indicated while the target for E®tSfixed income is 32%,
the ERS fund is overweight there as it funds iteastructure in real estate.

In response to a question from Mr. Garland regar&RS's risk versus its
peer group, Mr. Christenson stated that ERS hagilgs on a three-year
basis than the median public fund and is also #jyighnderperforming
versus the median public fund. Mr. Garland askd&darquette could
explain this data with bar graphs and numbers gegsadrant boxes.

Mr. Christenson noted Marquette will change therfair of the data. The
Chairman indicated he prefers the current format.

Regarding the fixed income market environment, Ghrristenson indicated
there was a rebound in lower quality corporate kamcer the last year and
the stock market is also up about 65% from its iloMarch 2009.

Mr. Christenson stated Marquette believes a relvarag start in May and
there is a concern with government debt. He indat#éhe Chinese stock
market is now in a bear market, down over 20% fitsrhigh.

Mr. Christenson then presented the April 2010 flagort. He first
reported on the U.S. equity market environment: Auwil 2010, all

indices were up over 1%. He indicated the U.Skstoarket has lost some
of those returns in May 2010. Unemployment ig atilLl0%, which does
not support long-term sustainable growth. The ©Gt&k market is also
affected by credit concerns in Europe. Mr. Christ noted that the



international equities saw mixed returns due taceoms about sovereign
debt in Greece, Portugal and Spain.

Mr. Christenson then described the ERS fund's nuasset allocation
versus its targets as of April 30, 2010. The gqodrtfolios are in line with
their target allocations. He indicated there is1eed to rebalance at this
time. Mr. Christenson indicated that of the $780iom in fixed income,
$60 million of that will be funding IFM, which wilincrease the allocation
to infrastructure to about half of the target aditban. He reported
JPMorgan may make a capital call in late 2010.

Mr. Christenson stated that asset values weresiaa&pril 2010. The
market value of the ERS portfolio is just over $tillon. The ERS fund
was up 1.2% for April 2010.

Mr. Christenson reported on the April 2010 managtirns. He indicated
GMO, a manager with whom the Pension Board haserasgis slightly
meeting their year-to-date 2010 benchmarks formatigonal large-cap
equity. He stated Marquette expects GMO as a vammager to probably
underperform in a really hot market like the en@009. He indicated
GMO appears to be on track in 2010.

In response to a question from Mr. Garland regaréenchmarks for long-
short equity, Mr. Christenson stated Marquette adglil a benchmark for
the individual managers and a separate benchmatkdaomposite.

0. Actuarial Valuation Report and County ContributiRaguest — Buck
Consultants

Larry Langer and Lawrence Lin from Buck Consultaditgributed the following
reports: (1) a January 1, 2010 Actuarial ValuaBaard Presentation, (2) the ERS
Actuarial Valuation as of January 1, 2010, andlt8)OBRA Actuarial Valuation
as of January 1, 2010. Mr. Langer noted that Bhwoksultants is a wholly-owned
subsidiary of Affiliated Computer Services. In Fedry 2010, Xerox acquired
Affiliated Computer Services.

Mr. Langer first provided an overview of the 2008rpyear. Mr. Langer invited
the Pension Board members to ask questions duregresentation. He stated
that the actuarial rate of return for 2009 was 3.@4tile the market rate of return
was 20.4%. He indicated that ERS's liabilitiesayedu as expected. Mr. Langer
noted that the actuarial valuation took into acddhe following Ordinance
amendments: (1) the multiplier decrease from 2% &6 for current members'
future service and new hires and (2) the retireragetincrease to 64 years for
new hires. He stated these changes only applgricepresented employees, and
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specifically exclude elected officials and deputesffs. He reported there were
no methodology changes for the past year refleatéue valuation.

Mr. Langer next discussed the actuarial valuatigjeaives. The first objective is
to determine the actual contribution for the 20hpyear and budget contribution
for the 2011 plan year. Another objective is tonpare expectations from the
prior valuation to what occurred during 2009 toedistine net actuarial gain or
loss.

Mr. Langer reviewed the actuarial valuation proceBse three primary inputs are
membership data, benefit provisions and asset d@itee three outputs are
unfunded accrued liability, funded status and erygri@ontribution.

Mr. Langer discussed the actuarial assumptions wi#bth ERS. He explained
the demographic assumptions are specific to ERjaRling economic
assumptions, the actuarial valuation uses an 8&wifaeturn and a 3% rate of
inflation. He explained that the 8% rate of retisgra very long-term look and is
probably the most common return used by U.S. pudbfids. Mr. Langer stated
that Buck Consultants reviews these assumptiongadiyn

Mr. Langer described the cost method used in theadal valuation process.
Future payments are discounted by an assumed éonghivestment return rate of
8% to determine present value of benefits to beddn Buck then consults the
ERS funding guidelines to determine contributiond the plan's funded status.

Mr. Langer next discussed unfunded liabilities. flhaed liabilities are amortized
over various time periods. Specifically, for canition variances, unfunded
liabilities are amortized over five years. Reindgable expenses are amortized
over ten years. All other unfunded liabilities araortized over 30 years.

Mr. Langer described ERS member demographics treepast ten years. He
noted that between 2009 and 2010 there was a stigi#ase in the number of
deferred vesteds due to the data cleanup. Heatatichat while the number of
active members overall stayed around 4,800 fron®20@010, the annual
compensation went from $233.8 million to $237 roitliduring that time. For
inactive members, Mr. Langer explained that theekse in beneficiaries from
2009 to 2010 was due to data clean up.

Mr. Lin discussed a chart showing the ten-yeaohysof market and actuarial
assets for ERS. He indicated that the 2009 madae of assets includes the
issuance of the pension obligation bonds, whicpdgtto mitigate the 2008
market losses.
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Mr. Lin then explained the ERS market value reclat@dn. He indicated that for
the 2009 plan year, the County contribution of $illion also includes

$29 million of the Mercer settlement. He reportieel actual gain on the market
value of assets in 2009 was $190 million. He iatid the estimated rate of return
in 2009 was 20.4%. He explained how Buck Constgtaalculated the actuarial
value of ERS's assets. He noted that ERS phaggsna and losses over five
years.

In response to a question from Mr. Grady regardiegdifference between Buck's
and Marquette's estimated rate of return, Mr. Largelained that Buck uses
simplifying assumptions for things like cash flowegnefit payments, and
contributions. Mr. Langer indicated these simptifyassumptions can skew the
estimated rate of return.

The Chairman asked whether there was any matéfgalt @n contributions from
the change in the multiplier from 2% to 1.6%. Manger stated the effect is
shown on the ERS reconciliation of 2010 budgeh®2010 actual contributions
under "Methodology changes and other." For ERS,Udnger stated that the
2010 actual contribution was $27,549,990 and tHel 2fudget contribution is
$31,602,000. He indicated that when accountingHercontribution necessary for
OBRA, the 2010 actual contribution rises to $28,286 and the 2011 budget
contribution rises to $32,374,000. He noted thatttvo reasons for the lower
than expected 2010 actual contribution were thabset experience was better
than expected and the Mercer settlement proceeds.

Mr. Langer explained a chart with a projection ohtibutions under the current
funding policy. He stated that there will genegrdie steadily increasing
contributions until 2033 when some large amort@aschedules end their 30-year
amortizations. The first amortization schedulend is from 2005 when there was
$257 million of unfunded liabilities amortized oV&D years. Also, some
assumption changes from 2006 were amortized ovged&@s. The big increase as
of 2038 is because that is the last year of amogithe pension obligation bond
proceeds over 30 years.

Mr. Langer indicated the main reasons for the iaseefrom the 2010 actual
contribution to the 2011 budget contribution af&) existing amortization
payments are increasing over time, (2) normal aafstbenefits accruing over time
are increasing and (3) the phase in of net deferssdt losses during the year.

Mr. Langer explained that on an actuarial valuassfets basis, the plan was
93.3% funded as of January 1, 2010 versus 95.7%eflias of January 1, 2009.
He stated that on a market value of assets basiplan was 86.9% funded as of
January 1, 2010 versus 77.6% funded as of Jany@30B. In response to a
guestion from Mr. Grady regarding whether ERS isenwell-funded than many
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of its peers, Mr. Langer estimated the averageddrafatus of ERS's public fund
peers at 65% on a market value of assets basisLaviger stated that ERS
compares favorably at almost 87%.

Mr. Lin discussed the OBRA actuarial valuation. mts#ed that anyone who has
earned compensation during the year is categoageh active participant in
OBRA. He indicated that total compensation de@ddsm about $8.5 million
as of January 1, 2009 to about $7 million as ofidan1, 2010.

Mr. Lin then discussed the OBRA plan. He noted tha administrative expenses
payable to the County increased from $590,678 &ectmber 31, 2008 to
$627,953 as of December 31, 2009. He indicatexMias very significant
compared to the market value of assets of $1,03&6®mf December 31, 2009.

Mr. Langer recommended several steps for developingw funding policy.
First, he recommended paying normal cost. Sedomndgecommended paying
expenses up front. Finally, he recommended anmogtizll other unfunded
liabilities over a 30-year period.

In response to a question from Mr. Stuller, Mr. ks stated that OBRA
administrative expenses run through an investmesdunt. Mr. Grady stated that
part of the $1.3 million charged back to the Coustfor the Retirement Office.
Mr. Yerkes indicated that 20% of the total stafbeffis allocated to OBRA.

Mr. Grady noted that he has the letter that Buelftdd to the County Executive
that the Chairman signs if any Board member waildel o review it. He
indicated it is essentially the same letter usetthénprior year.

The Pension Board voted 7-1, with Mr. Stuller dissgting, to approve the 2010
actual contribution of $28,266,429 and the 2011 bget contribution of
$32,374,000 to ERS. Motion by Mr. Cohen, secondég Dr. Peck.

7. Audit Committee Report

Mr. Stuller reported on the May 6, 2010 Audit Cortiee meeting. The Audit
Committee first discussed the topic of mandatorgalideposit. Approximately
200 retirees are not using direct deposit. Mr.Késrexplained the value of direct
deposit, including faster access to pension bemefit

Mr. Grady noted the Audit Committee recommendedresion Board adopt a
policy requiring direct deposit of retirees' pemsahecks. He noted for those
retirees who are unable to open a bank accountdiitict deposit, ERS will
attempt to set up a free debit card for them.
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The Pension Board unanimously approved adopting theecommendation of
the Audit Committee to develop a policy requiring drect deposit of retirees'’
pension checks. Motion by Dr. Peck, seconded by MBedford.

Mr. Stuller stated that the Audit Committee thescdissed the location of Pension
Board meetings. He indicated the cost compari$atoofari versus the Marcus
Center showed little cost savings by changing PenBbard meeting locations.
Mr. Stuller stated that he felt that Zoofari midpet more accessible for the public.
Mr. Arena noted ERS will gather additional informeatregarding the cost of
potential meeting locations based on the discussabithe Audit Committee
meeting. Mr. Yerkes indicated ERS will completeoat comparison of the
Marcus Center to Zoofari without the food costltorch. Mr. Arena noted ERS
will also research the cost of audio streamingeaidton Board meetings.

Mr. Grady noted the Audit Committee also discugbedpossibility of members
who receive Options 1 or 6 changing their benefiesaafter retirement. He
indicated the Retirement Office proposed this idiéer receiving inquiries from
interested members.

Mr. Grady explained that Option 1 is available don®one who had a pre-1971
membership account. The benefit that is paidlislgbased on the member's
account balance, not the life expectancy of theebeiary. Mr. Grady described
Option 6, a ten-year certain annuity. He indicatesl benefit is paid for a
minimum of ten years, and is not calculated basethe beneficiary's life
expectancy. Thus, changing the beneficiary haspact on the size of the
benefit for either Option 1 or Option 6. Mr. Graidgicated the actuary agreed
that there would be no fiscal impact to allowingmbers receiving benefits under
Options 1 or 6 to change beneficiaries after reteet.

The Audit Committee recommended a revision to ROIE3 so that a member
being paid a benefit pursuant to Option 1 or Op@ianay change the designation
of the named beneficiary at any time.

The Pension Board unanimously approved revised Rule013 attached to
these minutes as Exhibit A, clarifying that a membebeing paid a benefit
pursuant to Option 1 or Option 6 may change the degnation of the named
beneficiary at any time. Motion by Mr. Cohen, secoded by Ms. Bedford.

Mr. Stuller reported the Audit Committee also dssed the retiree election

process. The Pension Board previously approvedjusethods of election other
than paper ballots. Mr. Grady stated he draftedraanded rule to allow any type
of voting the Board wants such as phone and inteoteng. He indicated there is
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one substantive change in this rule that the AQdihmittee endorsed regarding
changing the limit for candidate statements fronwgbds to 300 words.

The Pension Board unanimously approved revised Rule034 attached to
these minutes as Exhibit B, clarifying that method®f election other than
paper ballots may be used in the retiree electionMotion by Mr. Cohen,
seconded by Ms. Bedford.

8. Administrative Matters

The Pension Board had no additions or deletionkdd?ension Board, Audit
Committee, or Investment Committee topic lists.

9. Selection of Passive Core Fixed Income and Pa&k@elarge Cap Equity
(S&P 500) Fund Manager(s)

Ms. Bedford moved that the Pension Board adjouim ¢iosed session under the
provisions of Wisconsin Statutes section 19.85)1)¢&h regard to item 9 for
considering the investing of public funds, or cocithg other specified public
business, whenever competitive or bargaining reaseguire a closed session.

Ms. Bedford also moved that the Pension Board adjouo closed session under
the provisions of Wisconsin Statutes section 19.88( with regard to item 10 for
considering the financial, medical, social or paeddistories of specific persons
which, if discussed in public, would be likely tave a substantial adverse effect
upon the reputation of any person referred to ahdustories and that the Pension
Board adjourn into closed session under the prawssof Wisconsin Statutes
section 19.85(1)(g), with regard to items 10, 12,113, 14 and 15 for the purpose
of the Board receiving oral or written advice fréegal counsel concerning
strategy to be adopted with respect to pendingssiple litigation. At the
conclusion of the closed session, the Board maymene in open session to take
whatever actions it may deem necessary concerhasgtmatters.

The Pension Board voted by roll call vote 8-0, torger into closed session to
discuss agenda items 9, 10, 11, 12, 13, 14 and ¥mtion by Ms. Bedford,
seconded by Mr. Cohen.

Upon returning to open session, the Pension Baamdidered a new fee schedule
from BNY Mellon.

In open session, the Pension Board unanimously appred accepting a new
fee schedule from BNY Mellon and continuing to see@ther options with
regard to the selection of passive core fixed incarand passive U.S. large cap
equity fund managers. Motion by Ms. Bedford, secated by Mr. Cohen.
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10. Disability Matters

(@) Applications
0] David Coolidge, ADR

The Pension Board discussed David Coolidge's actaddisability
pension. The Medical Board recommended that tinsiBe Board
deny Mr. Coolidge's accidental disability pensigplecation.

In open session, the Pension Board unanimously appred
accepting the Medical Board's recommendation to dgnan
accidental disability pension application. Motionby Mr. Cohen,
seconded by Ms. Bedford.

(i)  Shirley Coleman, ODR

The Pension Board discussed Shirley Coleman's anglohisability
pension. The Medical Board recommended that tinsiBe Board
grant Ms. Coleman's ordinary disability pensionleagion.

In open session, the Pension Board unanimously appred
accepting the Medical Board's recommendation to gnat an
ordinary disability pension application. Motion by Mr. Cohen,
seconded by Ms. Bedford.

11. Christopher Westphal Claim Appeal — ODR Application

The Pension Board reviewed Christopher Westphedigast to apply for an
ordinary disability pension. Mr. Westphal applied an ordinary disability
retirement ("ODR") from ERS following his terminati of employment on
December 11, 2009. The Retirement Office deniedWhkstphal's request for an
ODR in a letter sent to Mr. Westphal on FebruaryZZ®0 because he did not
satisfy the required terms of Ordinance section24(##.4). Ordinance section
201.24(4.4) allows a member to apply for an OD&R& member's employment
terminates by reason of ordinary disability, ang tember has completed 15 or
more years of service. Mr. Westphal's employmeotrds do not indicate that he
terminated employment because of a disabilityaddition, Mr. Westphal does
not have the minimum 15 years of service creditireg for an ODR.

Mr. Westphal appealed the Retirement Office's deamaVviarch 24, 2010.

Mr. Westphal previously initiated a buy in of seeicredit under ERS Rule 207.

Mr. Westphal had claimed to have the necessary euwityears to file an ODR
application, if the years contemplated by his buwere included in his total
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service credit. Rule 207 requires that membershage service credit in a lump
sum purchase or in up to four installments. Memloerly receive credit for the
purchased service credit when the buy in is coraplatid they cannot purchase
partial service credit unless they terminate empieyt because of a disability.
Rule 207 also limits a member's annual paymena faurchase of service credit to
25% of the member's annual County compensation.

Mr. Westphal has been unable to complete his bumpder the terms of Rule 207
because his installment payments were greater2b®nof his annual County
compensation. In addition, Mr. Westphal will net &ble to make further
payments to complete his buy in because he ismgeloemployed by the County,
and consequently cannot make additional paymernisnthe 25% of annual
County compensation requirement. ERS previousjyested assistance from the
Internal Revenue Service ("IRS") as part of itsifwary Correction Program
application to allow members effectively precludiexin completing a buy in
because of the compensation limitations to makengays outside of the four year
installment period.

The Pension Board noted that the Retirement Offieglsons for denying

Mr. Westphal's ODR application still exist. Mr. ¥tghal does not meet the
requirements under Ordinance section 201.24(4 éguse his employment
records do not indicate he terminated employmecdige of a disability. He
does not have the service credit required to afgplgn ODR because his
purchase of service credit is incomplete. The ParlBoard members noted they
are sympathetic to Mr. Westphal's situation, bat the Pension Board is unable
to grant Mr. Westphal an ODR because it must adit@nbenefits based on the
terms of the Ordinances and Rules. The PensiondBuaaed that, in conjunction
with the denial of Mr. Westphal's ODR, ERS will @bk IRS to allow completion
of certain purchases of service credit for membéextively precluded from
completing their purchases of service credit. EWBnotify Mr. Westphal if the
situation changes for him.

In open session, the Pension Board unanimously dexi Mr. Westphal's
request to apply for an ordinary disability pension Motion by Dr. Peck,
seconded by Ms. Bedford.

12. Audit Committee Report — Loss of Pension — FaulDelinquency

The Chairman noted the Audit Committee recommertdedepeal of ERS

Rule 806 titled "Termination for fault or delinqusfi and no change to ERS

Rule 805 titled "Resignation is not ‘fault or dejiency' on member's part." These
rules relate only to vested deferred members.
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In open session, the Pension Board unanimously appred the Audit
Committee's recommendation to repeal Rule 806. Main by Ms. Bedford,
seconded by Mr. Garland.

In open session, the Pension Board voted 7-1, wilr. Peck dissenting, to
accept the Audit Committee's recommendation to keeRule 805 unchanged.
Motion by Mr. Mawicke, seconded by Mr. Garland.

13. Pending Litigation

(@) MarkRyan, et al. v. Pension Board

The Pension Board took no action on this item.

(b)  Travelers Casualty v. ERS & Mercer

The Pension Board took no action on this item.

14. Report on Special Investigation

The Pension Board took no action on this item.

15. Report on Compliance Review

The Pension Board took no action on this item.

16. Adjournment

The meeting adjourned at 11:45 a.m.

Submitted by Steven D. Huff,
Secretary of the Pension Board
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EXHIBIT A

AMENDMENT TO THE RULES OF
THE PENSION BOARD OF THE EMPLOYES'
RETIREMENT SYSTEM OF THE
COUNTY OF MILWAUKEE

RECITALS

1. Section 201.24(8.1) of the general Ordinanceditvfaukee
County (the "Ordinances") provides that the PenBioard of the Employees’
Retirement System of the County of Milwaukee (tRerision Board") is
responsible for the general administration and @@t of the Employees’
Retirement System of the County of Milwaukee ("ERS"

2. Ordinance Section 201.24(8.17) provides thaPgesion
Board has the power to construe and interpretybies, decide all questions of
eligibility and determine the amount, manner antktof payment of any benefits.

3. Ordinance section 201.24(8.6) allows the PenBmard to
establish rules for the administration of ERS.

4. Members receiving benefits under Option 1 ahd\é made
requests to change their designated beneficiatiydmg after retirement and
payment of the benefit to the member has begun.

5. ERS staff has routinely informed such membeas BHRS
practice has not allowed members to change beagésionce payment of a
pension benefit has begun.

6. The actuary for ERS has opined that a changeneficiary
by members receiving a benefit under Options 1 doés not have an actuarial
effect on the plan because the benefit is not &atled based on, or affected by, the
age or life expectancy of the beneficiary.

7. Therefore, the Pension Board hereby adoptsollming
Resolution:

RESOLUTION

SECTION 1. Pursuant to section 201.24(8.6) ofGeaeral Ordinances of
Milwaukee County, the Pension Board of the EmploRegirement System of the
County of Milwaukee amends Rule 1013 to read dev:
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1013. Optional Forms of Payment

(1) Available forms. In addition to the forms of payment provided by
section 201.24(7.1) of the Ordinances, the follgviorms of payment
shall be permitted pursuant to section 201.24(G% 2)e Milwaukee County
Code of General Ordinances. Payment shall be madéeolast business
day of the month:

(a) Option 4. Twenty-five (25) percent co-pensioner option. This

form of benefit provides a reduced monthly benpéyable to the
member for his or her lifetime with monthly paymemontinuing
upon the death of the member for the life of aglesied beneficiary
in an amount equal to twenty-five (25) percent led amount that
had been paid to the member during his or heririiet Benefit

payments shall be made as follows:

[1] During the month of the member's death, taedficiary
and the member's estate will each receive a pagp@tion of
the member's lifetime benefit payment payable ler month
of the member's death.

[2] Benefit payments will commence to the benafig as of
the first day of the month following the month irhsh the
member dies.

The amount of the benefit shall be computed putstanables
supplied by the actuary to the board. This forrbefefit is available
without approval of the board.

(b) Option 5. Seventy-five (75) percent co-pensioner option. This

form of benefit provides a reduced monthly benpéiyable to the
member for his or her lifetime with monthly paymemontinuing
upon the death of the member for the life of aglesied beneficiary
in an amount equal to seventy-five (75) percenthef amount that
had been paid to the member during his or heririiet Benefit

payments shall be made as follows:

[1] During the month of the member's death, taedficiary
and the member's estate will each receive a paop@tion of
the member's lifetime benefit payment payable ler month
of the member's death.

[2] Benefit payments will commence to the benafig as of
the first day of the month following the month irhish the
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member dies. Benefit payments to the beneficiargllsh
continue until the beneficiary dies.

The amount of the benefit shall be computed putstanables
supplied by the actuary to the board. This forrbefefit is available
without approval of the board.

(c) Option 6. Ten-year certain annuity. This form of benefit
provides a reduced monthly benefit payable to teenber for his or
her lifetime. If a member who is receiving thisrfoof benefit dies
before receiving one hundred twenty (120) monttdyrpents, then
monthly payments in the amount payable at the tfrtee member's
death shall continue to the member's designatedficeary until a
total of one hundred twenty (120) payments havenlbmeade in the
aggregate to the member and his or her designateefibiary (or, if
the member's designated beneficiary has predecéasedember or
dies before a total of one hundred twenty (120npenyts have been
made, then to the member's spouse, or, if none,tththe member's
estate). The amount of the benefit shall be congpptersuant to
tables supplied by the actuary to the board. Toisfof benefit is
available without approval of the board.

(d) Option 7. Any other form. A member may apply to the board
to receive his or her benefits in any other formnpted by section
201.24(7.2) of the Milwaukee County Code of Gen@alinances.
The board will generally deny any such requesthengrounds that
the standard six (6) optional forms of benefit &@th in section
201.24(7.1) and in Rule 1013(a)(1), (2) and (3)vpate sufficient
options to members and that any other form of besabjects the
system to unnecessary administrative expense artemuFurther,
pursuant to Rule 1021, the board will not grant aeguest for a
lump sum benefit. However, the board, in its solscrtion,
reserves the right to determine whether to appravenember's
application for a benefit under this rule 1013(3)®he board shall
review such requests pursuant to Rule 1035. Thedbog where
board responsibility has been delegated to otlmrsh delegates
shall have complete authority to determine the dsiesh of proof
required in any case and to apply and interpret ihie 1013(a)(4).
The decision of the board or its delegates shalbibding upon all
persons dealing with the system or claiming anyebehereunder,
except to the extent that such decision may berméted to be
arbitrary or capricious by a court having jurisdiot over such
matter. A member shall be required to pay all costarred by the
system to evaluate each form of benefit requesygtidomember.
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(2) Beneficiary designation. If a member elects a form of benefit under
which benefits may continue to a beneficiary afiter member's death, then
the member shall be required to designate a beasfim writing on forms
approved by the board and submitted to the boatdeatime the member
elects such a form of benefit.
(a) A . member being paid a benefit pursuant to Optidistéd in
section 201.24(7.1) or Option 6 listed in this rli@ 3(1)(c) may
change the designation of the named beneficiaapatime.

(3) Actuarial equivalent. The forms of benefit under section
201.24(7.2) of the Milwaukee County Code of Genddatlinances and
Rule 1013 shall be the actuarial equivalent of anbw's pension as
calculated pursuant to Rule 1014.

(4) Lump sum distribution request. Pursuant to Rule 1021, a request for
any form of benefit that constitutes a lump sumdfiervill not be granted.

Effective upon passage on May 19, 2010.
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EXHIBIT B

AMENDMENT TO THE RULES OF
THE PENSION BOARD OF THE EMPLOYEES'
RETIREMENT SYSTEM OF THE
COUNTY OF MILWAUKEE

RECITALS

1. Section 201.24(8.1) of the general Ordinanceditvfaukee
County (the "Ordinances") provides that the PenBioard of the Employees’
Retirement System of the County of Milwaukee (tRerision Board") is
responsible for the general administration and ajp@r of the Employees'
Retirement System of the County of Milwaukee ("ERS"

2. Ordinance Section 201.24(8.17) provides thaPgesion
Board has the power to construe and interpretybies, decide all questions of
eligibility and determine the amount, manner antktof payment of any benefits.

3. Ordinance section 201.24(8.6) allows the PenBmard to
establish rules for the administration of ERS.

4. The Pension Board has determined that the eetiection
shall be held by phone voting with security feasusach as passcodes, and may in
the future be held through internet voting, in oridereduce administrative costs
to ERS, to encourage participation by voters wimentaining the necessary
secrecy of each member's vote.

5. The Pension Board has determined that the waood limit
on candidate statements was unduly restrictivetlaaickhe length of candidate
statements should be increased to 300 words, auttth removal of all limitations
would unnecessarily increase ERS administrativéscos

6. Therefore, the Pension Board hereby adoptsollming
Resolution to modify Rule 1034 to reflect the neetihods of voting:

RESOLUTION

SECTION 1. Pursuant to section 201.24(8.6) efGeneral
Ordinances of Milwaukee County, the Pension Bodithi@ Employees'
Retirement System of the County of Milwaukee heraimgnds Rule 1034 to read
as follows:
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1034. Election of Retiree Member of Board.

The following procedures shall apply when condugtine election of the
retiree member of the Pension Board. The Penst@rdBshall have the discretion
to interpret and amend these procedures in any enatat is consistent with
Ordinance section 201.24(8.2).

(1) Candidate Qualification. To be a candidate for the retiree member
of the Pension Board, an individual must be aaetiof ERS. A 'retiree" is a
person who:

(@) previously worked as a Milwaukee County employee;
(b) earned retirement benefits as an active membeRB; E

(c) retired directly from County employment or as aedefd
vested retiree;

(d) as of the date of the nomination deadline, has teigu
receive pension benefits; and

(e) is currently receiving an ongoing monthly benefdarh ERS.
For these purposes, a "retiree” does not includergficiary of a former County
employee who receives a survivor annuity benefterathe former County
employee's death.

(2) Election Process Timeline. The initial term for the elected retiree
member shall begin as of November 1, 2004. Sulesggregular terms shall
begin as of November 1 of an applicable year. @pedection timelines and
different term effective dates shall apply in thvert of a vacancy in this position
as provided in section (9) of this Rule. In yedwsing which a regular election of
the retiree member would occur, the following timelshall apply, provided that,
if the date of any deadline falls on a weekend arday, the deadline shall be
extended until 5 p.m. of the next business day.

(@) Notice of Election and Ability to Seek Nomination. The
Retirement Office shall send this Notice to retsre@th monthly checkrand
automatic deposit notices by May 31 for a renewahtor the end of the month it
is first feasible to do so for a special election.
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(b)  Nomination Deadline. Complete nomination papers must be
received in the Retirement Office by 5 p.m. onlds day of the following month.

(c) Notice of Candidates for Primary Election and Date of
Primary Election. The Retirement Office shall send resumes an@raents of
candidates for the primary election and the baltwt the primary election, if
necessary, to retirees with monthly cheoksnd automatic deposit notices by the
end of the following month. If only two candidatiée valid nomination papers,
the ballot for the final election shall be sent.

(d)  Primary Election Date. If necessary, a primary election shall
be held. VotesBallets must be received in the Retirement Office by 5.ppmthe
last day of the following month. If only two caddtes file valid nomination
papers, this shall be the deadline for the finattbn.

(e) Notice of Candidates for Final Election and Date of Final
Election. The Retirement Office shall send results of pramary election,
resumes of candidates for the final election, ifassary, and the ballot for the
final election to retirees with monthly checsrd automatic deposit notices by
the end of the following month.

) Final Election. If necessary, the final election shall be held.
VotesBallets must be received in the Retirement Office by 5.pmthe last day
of the following month.

(g9 Commencement of Service. Service begins on the first day of
the following month,with the expectation that the retiree member wolodd
available to attend the regularly scheduled PenBamard meeting for that month.

(3) Nomination of Candidates. To begin the nomination process, an
eligible individual must register as a candidat@vp eligibility for candidacy to
the Retirement Office and request nomination pafrers the Retirement Office.

(@) Nomination Requirements. To earn a nomination and be
placed on the ballot for the retiree member elactan eligible individual must
obtain 15 signatures. An eligible individual's negentative may circulate the
nomination papers and collect signatures on bedidlie eligible individual. The
potential candidate or representative must obtdia tequisite number of
signatures from other retirees eligible to run Rension Board membership.
Upon receiving the required number of signaturesxtonination, the candidate or
representative shall sign and date the nominatageys, have them notarized and
return the nomination papers to the Retirementd®ffi The individual shall also
present, along with the nomination papers, a resant statement, limited to
30075 words, detailing the candidate's qualificationsthe position at that time.
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(b)  Nomination Papers. The nomination papers should be
designed by the Retirement Office, and the Pen&loard shall approve the
nomination papers and any changes to the nominpapers. These papers shall
require the signatory to include, at a minimum, d¢niser retirement location and
years of County service.

(4) Campaigning. In the time period between the nomination deedli
and either of the applicable election dates, a idatel may campaign for the
position of retiree Pension Board member. Mailedgels will not be available for
candidates to send mailings to eligible voters.ilikg of candidates' resumes and
statements will be made by the Retirement Officepag of the mailing of
monthly benefit checks or monthly automatic depositices according to the
timeline described in sections (2)(c) and (e) abageapplicable. Candidates must
comply with any applicable campaign laws. Candidashould seek counsel
regarding these requirements prior to beginning ttampaigns.

(5) Election Format. If only two candidates file approved nomination
papers, no primary election will be held. Insteadinal election will be held
according to the timeline described in sectiongcf2pnd (d) above and will
determine the retiree member representative orPémsion Board. If more than
two candidates file approved nomination papersti@gyy election will be held
according to the timeline described in sectiongcj2and (d) above. Following the
primary election, the two candidates receiving ltighest number of votes in the
primary election shall have their names placedhentallot for the final election.
However, if one candidate receives more than 55%efotes cast in the primary
election, there will be no final election. If nssary, the final election shall be
held according to the timeline described in sesti(®)(e) and (f) above. Positions
on the ballot for the primary election and the ffiakection will be determined by
random drawing. The drawing will be conducted g Secretary of the Pension
Board and will take place in the Retirement Offimfore one or more witnesses.
Attendance of the candidates at the ballot positlcawing is optional with the
candidates.

(6) Voting. All primary and final elections shall be conddttby
computer-based internet and/or telephone vetisg The Retirement Office shall
send notice of the election or primary electionanfy, anda secure passcode and
instructions for voting-bahetfor that election to all eligible voters accordita
the timeline described in section (2)(c) abovendtessary, the Retirement Office
shall send notice of the final election andpasscode and instructions for
votingbatet for that election to all eligible voters according the timeline

descnbed in section (2)(e) abovéthese—mamngs—shau—melude—a—pwadd%essed
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Write-in votes are not allowed in either the prignar general election and will
not be accepted.

(7)  Election Results.

(a) Determination of Outcome. In the case of a primary election,
the two candidates receiving the highest numbewtds will progress to the final
election. However, if one of the candidates reegimore than 55% of the votes
cast in the primary election, that candidate shalbleclared the retiree member of
the Pension board. In the event that no candigeteives more than 55% of the
votes cast in the primary election, the candidat®iving the highest number of
votes in the final election shall be the winnetladt election. In the result of a tie
in either the primary or general election, the Ratient Office shall break the tie
in accordance with Wisconsin Statutes section 8)01(

(b)  Certification and Announcement of Results. As soon as
possible after completion of both the primary etattand the final election, the
Retirement Office shall certify the election resulto the Pension Board
Chairperson. The Retirement Office will then anmmito the public the election
results, including the number of votes receivedagh candidate.

(8) Administration of Election. The Retirement Office shall oversee and
administer the election process. As a result,ReBrement Office shall take the
following actions:

(@) Compliance with the applicable election laws asdrined
by Corporation Counsel.

(b) Compliance with applicable election policies of tRension
Board.

(c) Acceptance and confirmation of validity of nomireti
papers.

(d) Tabulation of votes. In the result of a tie, thetiRRment
Office shall break the tie in accordance with Wissia Statutes section 5.01(4).

(e) Announcement of election results.
() Handling complaints or disputes with the electioogess.

The Retirement Office shall take all other actiolesessary and within its power
to administer this election. The Retirement Offinay assign responsibility for
various actions to various other parties.
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(9) Special Election. In the event a vacancy exists in the retiree berm
position, the Retirement Office shall conduct acgeslection. A special election
may be necessary to elect the retiree member ineWleat of the resignation,
removal or death of a sitting retiree member. IE@ecial election becomes
necessary, the Retirement Office shall follow tlaene election procedures to
conduct the special election as are used to etectrdétiree member during the
regular election. To maintain the same three-y@an length and two consecutive
term limit, the Pension Board may need to modifg thtiree member's date of
termination and the successor member's beginniteg dehe Pension Board shall
establish alternative timelines appropriate fordrarting the special election in a
timely manner. These timelines shall be based upentimeline used for a
regular election. For a special election, the tdeador each step of the process
shall be the end of the month following the monthwhich the prior step is
completed. If the date of any deadline falls amegekend or holiday, the deadline
shall be extended until 5 p.m. of the next busimags

SECTION 2. Section 1 shall be effective for elecs held pursuant
to Rule 1034 afteMay 19, 2010
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